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MAC'S CONVENIENCE 
STORES INC. 


17 offices across Canada 


Retail Outlets 
British Columbia 63 
Alberta 101 
Saskatchewan 5 
Manitoba 28 
Ontario 432 
Quebec 27 


FARRVIEW LIMITED 


36 Retail Outlets 
in Michigan 


HOP-IN FOOD STORES, 
INC. 


Retail Outlets 
Virginia 86 

North Carolina 34 
Tennessee 27 


SILVERWOOD DAIRIES 
LIMITED 


Dairy Processing Plants 


British Columbia 
Victoria- milk, ice cream 
and by-products 
Vancouver-1 milk and 
by- products, 1 ice cream 


Manitoba 
Winnipeg- milk, ice cream 
and by- products 


Ontario 

Ottawa- milk 

Peterborough- milk and ice 
cream 

North Bay-milk 

Toronto-1 milk, 
1 milk and by-products 

London-1 milk and 
by-products, 1 ice cream 


& 
S 


BASKIN-ROBBINS 
31 FLAVOUR 

ICE CREAM STORES 
3 District Offices 


Retail Outlets 
British Columbia 3 
Ontario 91 
Quebec 1 


LONDONDERRY 


DISTRIBUTORS, INC. 


Processing Plant 
Toronto, Ontario 


Z\ RESEARCH AND 
DEVELOPMENT 
LABORATORY 


London, Ontario 


© THREE CROWNS 
RESTAURANTS 


Toronto, Ontario 
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For Silverwood Tdusnics 1980 was 
a year of unparalleled expansion: This 
was the year Silverwood Dairies _ 
purchased the Ontario Dairies Division 
of Borden; this was the year that con- 
solidated the success of the new Mac’s 
store design; this was the year that _ 
established Baskin-Robbins in Quebec 
and the West; this was the year that 
opened up exciting new involvement 
in the US. A decade of promise and 
- potential is waiting for us. 
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Financial Highlights 
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To our Shareholders: 


or Silverwood Industries, 1980 was a 
year of unparalleled expansion. It was a 
year in which management directed 
the thrust of the company into the profitable 
opportunities of the Eighties. It was the year 
Silverwood Dairies purchased the Ontario Dairy 
Division of The Borden Company, Limited, 
the year that consolidated the success of the new 
Mac's store design, the year that established 
Baskin-Robbins in Quebec and the West, the year 
that opened up exciting new involvement in the 
Convenience Store business south of the border 
in Virginia, North Carolina, Tennessee and 
Michigan. In short, it was the year in which we 
developed new horizons and potential opportu- 
nities for all our operating divisions and for 
our people. 

Fiscal 1980 brought major change to the 
Silverwood organization. Four acquisitions were 
completed in the first quarter of the year: 
FarrView Limited, a small chain of convenience 
stores in Michigan; Three Crowns Restaurant 
Group, two family-type restaurants in Toronto, 
Ontario; a 33% interest in Hop-In Food Stores, 
Inc. of Roanoke, Virginia (a 147 store chain of con- 
venience stores in Virginia, Tennessee and North 
Carolina); and the operating assets of the Dairy 
Division of The Borden Company, Limited. 
Pertinent information on all of these acquisitions 
can be found in the section “Notes to the Con- 
solidated Financial Statements’ and the “Opera- 
tions Review’ of each of our divisions. 

All of these opportunities had been in our for- 
ward planning for some time, but by coincidence, 
climaxed at about the same time. Realistically, 
the rapidity of the acquisitions placed a great deal 
of pressure on the capable people base that 
had been structured over the last few years. They 
responded admirably. These acquisitions are 
directed towards animprovement over time of our 
return on equity in each of our divisions, and they 
attempt to place all our activities within signifi- 
cant growth areas of the economy. 

The expansion of our Convenience Store 
interests into the U.S.A. has dramatically opened 
up new vistas for Silverwood in the Eighties. 

A great deal of executive time over the last four 
years had been focussed on a thorough market 
study of the convenience store market in North 
America, and culminated, in March 1980, 

in the acquisition of a 33% interest in Hop-In Food 
Stores, Inc., Roanoke, Virginia, through the 
issuance ofits treasury stock. 

Our studies showed our strength in the conve- 
nience store market was our demonstrated ability 
to manage tightly controlled, highly innovative 
stores over vast geographical areas. Encumbered 


by Canada's high occupancy costs—and without 
the advantages of the beer and wine sales of most 
American markets—we, nevertheless, have man- 
aged to produce profit returns on equity invested 
in this business sector comparable with our 
American colleagues. | 

Thus, our entry into the Michigan market in 
a small way with the acquisition of FarrView 
Limited, and the ownership involvement with 
Hop-In Food Stores, Inc. in Virginia, Tennessee 
and North Carolina, have opened up major 
opportunities and will serve as a springboard for 
expanded scope and growth in the total North 
American retail marketplace. 

The entry into the food-away-from-home 
market, with the acquisition of Three Crowns 
Restaurant Group in Toronto, came about after 
many months of discussion with Steak and Ale 
Inc., of Dallas, Texas, a wholly-owned subsidiary 
of the Pillsbury Company. Silverwood had felt for 
some time that this field was a natural outgrowth 
for us, arising from the experience built within the 
company in food research, food handling, financial 
systems and real estate knowledge and coverage 
across Canada. This food sector has been severely 
affected by the economic climate in Canada in 
1980 and the inflationary environment has brought 
a slow-down in the industry generally. Although 
not entirely happy with the immediate prospects 
of Three Crowns, we remain confident about the 
future of this segment of the industry. 

Unquestionably, the acquisition of the 
Ontario Dairy Division of The Borden Company, 
Limited has had the greatest immediate impact 
on Silverwood. The addition of approximately 
$70 million of dairy sales in the Ontario market— 
with its attendant production and distribution 
problems~has been more difficult to assimilate 
than we expected. The integration of The Borden 
Dairy Division has taken longer and has had 
a greater negative effect on our operating efficien- 
cies and costs than we were able to forecast. 

We anticipate that there will be a continuing nega- 
tive impact on our Dairies-Division results 
during the first quarter of 1981, thus lowering our 
previous expectations. 

The completion of this purchase, although 
contemplated over some period of time, came 
about rather quickly and did not allow for as 
much implementation planning as we might have 
wished. However, the opportunity was seized 
because it enabled us to increase our market share 
within Ontario. When integration is completed, 
the productive capacity within the industry will 
have changed considerably. We remain very 
enthusiastic about this timely opportunity to up- 
grade our production and distribution efficien- 


cies and to further demonstrate our capabilities in 
the development of imaginative approaches to 
the changing marketplace for dairy foods. 

Subsequent to the year-end, Silverwood 
agreed to purchase 15.6 acres of land and build- 
ings, situated at Don Mills, Ontario, from The 
Borden Company, Limited. This excellent property 
has been the site of Borden's main production 
plant in Toronto and it will give Silverwood the 
flexibility of time to plan its future production 
needs and marketing opportunities. 

In accordance with a directive from the 
Ontario Securities Commission, your Board of 
Directors has determined to record the operations 
of our business in two classes; that of the Food 
Processing Group and the Retail Group. In the 
“Financial Operations in Review” section you 
will note the addition of audited information with 
respect to these classes under the Schedule of 
Segmented Information. 

Consolidated Sales for 1980 reached a record 
$431,676,420, an increase of $116,248,536. A sub- 
stantial portion of the increase of 36.85% resulted 
from business acquisitions during the year. 
Silverwood Dairies’ sales for 1980 of $212,589,426 
provide a solid base for future growth. Unfortu- 
nately, because of the operations integration with- 
in the Ontario dairy sector, it has become impos- 
sible to identify the specific sales increase in that 
area arising from new business. Our convenience 
store sector continues to grow despite the 
economic slowdown evident in many parts of the 
Canadian scene with Mac's recording an increase 
of 15.73% in sales to $218,841,625. 

Consolidated Net Income from operations of 
$3,207,465 compares with $2,982,629 of a year 
ago. This year’s figure includes $200,090 of equity 
income arising from our interest in Hop-In Food 
Stores, Inc., of Virginia. Although the consoli- 
dated results are somewhat lower than anticipated, 
they represent a return to shareholders of 
$2.38 per share, the largest of any one year in 
Silverwood history, as compared with a return 
of $2.22 per share in 1979, It is evident that the large 
increase in sales activity for the Company has 
not as yet reflected itself in the bottom profit line. 
However, the potential for improvement is amply 
evident when the efficiencies of production 
and distribution are finally realized. 

In overview, 1980 was a difficult operating 
year and yet one has to be pleased with the perfor- 
mance of the majority of our operating divisions. 
The Retail Group, newly formed in the spring 
of 1980 under the direction of Robert S. Maich as 
Executive Vice-President Retail Group, has 
continued to show dynamic leadership in all of its 
varied sectors. 


Mac’s Convenience Stores expanded its store 
base by 25 net additions with a total of 656 in six 
provinces by year-end. Its numerical leadership 
of the industry was accompanied by sales gains 
well in excess of the inflationary increases within 
the economy and profit contributions which 
provide impressive returns on the equity invested 
within that division. | 

The acquisition in January of FarrView 
Limited in Michigan provided the first entry of 
our Retail Group south of the border. Although 
Michigan was recognized as an economic market 
in distress, the opportunity was exercised to gain 
experience for our convenience store people ina 
market outside Canada. They rose to the occasion 
and with the total co-operation of the acquired 
management group, have rationalized the store 
structure, installed and tightened operating 
controls and are in position to expand the store 
and sales base. A return to a moderately healthy 
economy in Michigan will be welcomed by this 
enthusiastic management group. 

Baskin-Robbins continued its dramatic leader- 
ship in ice cream retailing with the addition of 
twenty stores, making a total of 95 in operation 
in three provinces. Much effort was expended 
in 1980 in increasing the strength and structure of 
its operational management team with particular 
emphasis on regional structures to develop the 
base for future expansion in British Columbia and 
Quebec. 

The acquisition of our interest in Hop-In Food 
Stores, Inc. of Virginia has already been described 
in detail. Although we are experiencing a current 
softness in the economy in which they operate, 
we are very pleased with the development in this 
area and look forward to the expansion of this 
group under the very capable leadership of its 
president, John M. Hudgins, Jr. 

In the food processing group, Londonderry 
Distributors Inc. has continued its sound growth 
pattern of former years. Sales increased by 12.9% 
to $4,662,626 in the very competitive market 
of aseptically filled fruit and vegetable juices and 
hot pack juices and drinks. 

Silverwood Dairies Limited makes up the 
balance of our Food Processing Group and is the 
major component of that segment. The Western 
Canada Division of Dairies is made up of oper- 
ations in Winnipeg, Manitoba and Vancouver and 
Victoria, British Columbia. Although under- 
going some problems through management 
restructuring due to retirements at senior level, 
the division has experienced its best year for some 
time in both sales and operating profit levels. 

As mentioned earlier, the Ontario division of 
Silverwood Dairies has been totally engrossed 


with the integration and absorption of the Dairy 
Division of Borden. The decision to proceed with 
the purchase was a difficult one because it was 
realized that the acquisition might have a negative 
effect on profits in the immediate year after 

such a long climb to profitability by Silverwood 
Dairies, Yet strategically it was necessary to 
proceed. The 1980 financial results are less than 
satisfactory and in fact disclose an operating loss. 
Yet management remains confident that they will 
emerge immeasureably stronger and as a signifi- 
cant factor in the market place. The integrated base 
with efficiencies restored will provide a spring- 
board for sound profitable growth in the future. 

In Silverwood Industries, we remain totally 
committed to the premise that a company is only 
as strong as its people base. We have stated 
previously that a company’s success is as good or 
as indifferent as its people. It’s simply a matter 
of having good people highly motivated by the 
opportunities available to them. 

The success of Silverwood in the last few years 
is due to people and the availability of entre- 
preneurial opportunities within the organization 
which have given them the chance to demon- 
strate their individual abilities through high levels 
of performance. This has been most in evidence 
in our Retail Group where the opportunities are 
more easily defined. 


The Dairy division and its people have con- 
versely been under some great pressures in 
attempting to merge two sizeable operations in a 
relatively short space of time. However, because 
of their fortitude, order and control are emerging 
and with them the opportunities for individuals 
within an increasingly decentralized management 
environment. 

On September 26, 1980, your Board of 
Directors restored to previous levels the regular 
quarterly dividend of the Company with a 
declaration of 20¢ per Class ‘A’ and “B” share pay- 
able January 2, 1981 to shareholders of record 
as of November 28, 1980. This brought the total 
payment in 1980 to 65¢ per issued share with an 
annualized rate of 80¢ per issued share. 

At the Annual meeting in 1980, Mr. C.L. 
Tulloch retired from the Board of Directors, 
having served in that capacity since 1969 and as 
an employee from 1937 to 1975, latterly as 
a Vice-President. Mr. Tulloch made a great con- 
tribution to the Company and to the Board over 
those years and we are deeply appreciative of his 
service. He was appointed as Honorary Director 
at the subsequent meeting of the Board. 

In keeping with the commitment of manage- 
ment through its control of the Voting Trust 
of the Corporation to strengthen and increase the 
representation of external people on the Board, 
we are pleased to record the nomination and 
election of Mr. J. Trevor Eyton, Q.C. to our Board 
of Directors. Mr. Eyton is President, Brascan 
Limited and a partner in Tory, Tory, Deslauriers & 
Binnington, Toronto, Ontario, He is a valued 
addition and we welcome his in-depth knowledge 
of the Canadian business scene. 

In closing, I want to repeat that for Silverwood 
Industries, 1980 was a year of unparalleled ex- 
pansion. It opens up for our loyal employees, our 
dealers and franchisees and our shareholders a 
decade of promise and potential. The opportunity 
is waiting for us and I believe we are ready. 
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Chairman of the Board 
President & Chief Executive Officer 


he growth which has secured Mac's 


leadership position in the Canadian con- 
venience store industry continued 
through 1980, a year which brought record 
results in both sales and profits. These 
new levels of profitable growth of the company 
and its network of independent store operators, 
were due to two important factors...the 
significant growth in the number of retail stores 
from 631 in 1979 to 656 at the end of 1980, and 
the gratifying increase in the market share of our 
existing stores despite a sluggish economy and 
a market of limited buoyancy. This increase was 
common to most of Mac's operating areas in 
Western Canada, Ontario and Quebec. Sales for 
the year reached a record $218,841,615, up 
$29,748,000, or 15.73% over the previous year. 
And this growth was real growth in that it exceed- 
ed price increases due to inflation. 

Many factors contributed to this year of 
success. For example, the 4% increase in the num- 
ber of stores was accomplished at a time 
when competition for quality real estate sites was 
particularly intense due in part to reduced 
housing construction which affected the volume 
of commercial opportunities coming on stream. 
53 new locations were opened in 1980 and 28 
marginally profitable locations were closed, giving 
Mac’s a net increase of 25 stores. At year-end, 

197 stores were in operation in the four Western 
provinces, 432 in Ontario, and 27 in Quebec. 


Growth since the early Seventies has 
been phenomenal. Not only for Mac’s 
as acompany, but for the individuals 
within the company. The person join- 
ing Mac’s today—in whatever capacity— 
can look forward to great opportunity. 
The rewards are here, if you work 


for them. 


Stan Hughes 


The 15.73% sales increase, and the real market 
share growth this figure represents, resulted 
directly from marketing strategies tuned to the 
needs of today’s Canadian consumer. Expanded 
media advertising to project Mac's new image, 


Stan Hughes, who started 
with Mac's in 1968 as a part- 
time employee, is today a 
Divisional manager with res- 
ponsibility for 160 stores 

in an area extending from 
Oshawa to the Niagara 
Peninsula including Metro- 
politan Toronto. 


He is photographed outside 
Mac’s East Mall store in 
Toronto, which not only fea- 
tures the streamlined new 
design but which also serves 
as a training centre for 
incoming store operators. 


increased consumer promotional activity, and fine 
tuning of in-store merchandising, were among 
the strategies contributing to this success. But the 
most obvious factor...and, indeed the focal point 
of 1980 activity...was the continuing roll-out of 
the new Mac's store design and the introduction 
of the new Mac's fast food programme. 

The intensive planning that went into the new 
store design is paying off—in enthusiastic customer 
acceptance, in motivated store operators who 
appreciate its contemporary selling layout and, 
most importantly, at the cash register. With stores 
now divided into four distinct merchandising 
zones...fast food, family snacks, groceries, and 
non-foods...customers find what they’re looking 
for more easily, while strategically placed aisles 
invite further store exploration...and possible pur- 
chases. Many individual store operators report 
substantially increased sales following renovation. 
All new stores are being built to the new design 
criteria and the conversion of existing stores con- 
tinues in Alberta, British Columbia and Ontario. 
At the end of 1980, 470 of these new stores wel- 
comed customers with their inviting merchandis- 
ing and vast expanse of unobstructed glass. 


Our dealers can’t wait to get their new- 
look stores— and no wonder! 
Comparing an old store with the new, 
streamlined Mac's is like comparing 
night and day. 


Stan Hughes 


The fresh snacks and sandwiches that are main- 
stays of the new Mac’s Snacks programme are 
currently available in 300 outlets. This special fast 
food counter, with its refrigerated display case 
and microwave oven close by is proving to be ex- 
tremely popular...with office workers en route 
to their jobs, with school children and shoppers 
pausing for a snack in mid-morning, during the 
afternoon, and at night. The contribution of this 
programme to overall sales and profits is much 
greater than it was a year ago; it should make 
a more significant impact during 1981 when most, 
if not all, Mac's stores will carry Mac’s Snacks, 

In summary, all of these strategies and pro- 
grammes, taken to the marketplace by an expanded 
group of field representatives and executed with 
the entrepreneurial flair of our dealers, resulted in 
a very significant profit improvement over that 
of 1979,..anew record and a very fine year indeed. 


We switched to the new store design 
during operating hours— we didn’tneed 
to close. We'd talked so much about it— 
all my customers were looking forward 
to it. They overwhelmingly approve 
and business is up dramatically! 

Mattie Hogg 


The upcoming year may well be a year of 
great challenge, but we see it as a year of equally 
great opportunity. The restraining factors of 
inflation, unemployment, energy cost increases 
and inter-governmental malaise will be present 
in greater measure. But, for Mac’s, this will be 
offset by other challenges: an increase in the num- 
ber of working women, of single person households, 
of people on the move, of people eating away 
from home...in short, more opportunities for our 
company to be responsive to the needs of the 
Canadian consumer, and to grow and prosper by 
serving those needs well. | 

1981 will see the completion of Mac’s store 
design conversion programme, an extension of 
Mac's Snacks to most markets, and expansion 
of our efforts in gasoline retailing, 24~hour photo 
processing, and our very successful frozen car- 
bonated beverage “Slush Cat” programme. Proto- 
type tests for several new projects are planned, 
including delicatessens, in-store bakeries, take-out 
fast food such as pizza or fried chicken, and 
ice cream merchandising. Capital expenditures 
within Mac's will total $7.4 million during the 
coming year, reflecting our confidence not only in 
the company, but also in our consumer strength... 
and in the abilities of our employees and inde- 
pendent and entrepreneurial store operators to 
meet the needs of consumers throughout Canada. 


Mattie Hogg is a Mac's inde- 
pendent contracted dealer 

in St. Catharines, Ontario. 
In the decade Mattie has 
been with Mac's, she has seen 
a lot of change—but nothing 


to compare with the new 
look and new fast food pro- 
gram. She likes working 
with Mac’s...always has. As 
she says, “Whatever help 

I need, I get.” 


Baskin-Robbins 


xpansion of the Baskin-Robbins Fran- 
chise Store programme was undoubtedly 
a 1980 highlight...an expansion which 
saw not only an overall increase in the 
number of stores but also the spread 
of these outlets across the country. Along with 
expansion came sales growth; ice cream gallonage 
sales per store were up at a time when gallonage 
growth in the ice cream industry was levelling off. 
It was, in short, a good year. 
During 1980, Baskin-Robbins added a net of 
20 new franchises; we now havea total of 95 stores 
operating in the provinces of Ontario, Quebec 
and British Columbia. Entry into the Quebec mar- 
ket was achieved successfully during the year. 


My wife was first an employee, 

then an owner. That’s how we started. 
Since then, we've gone from one to 
four stores, and every year we've seen 


our Sales increase. This is our Tenth 
Anniversary with Baskin-Robbins. 


It's a great business! 
Jim Mullen 


New product development continued to assist 
our franchisees in 1980 with the introduction 
of unique new ice cream desserts to complement 
an already comprehensive and popular Party 
Dessert line. New product introductions...and 
our ever-changing 31 ice cream flavours...will 
continue to give our customers that Baskin- 
Robbins “31derful feeling’ 

The coming year will see a continuation of 
carefully planned growth in all three provinces. 
Our expansion programme and our existing 
franchisees will be supported by substantial invest- 
ment in the marketing and training areas. This 
continuing emphasis on creative and innovative 
franchisee support should strengthen our position 
as a leader in the ice cream retailing industry in 
Canada. 

Baskin-Robbins stores are operated by inde- 
pendent franchisees and their employees; it is 
a truism that our product could not be the success 
it is without the right people backing it up. 

At the end of a very successful year, we at Baskin- 
Robbins salute our franchisees for their energy 
and dedication and wish them an even better 1981. 


Jimand Connie Mullen, with Kathy, who started with the 


Kathy O'Rourke, are joint Mullens four years ago 
owners of this Baskin-Robbins as a part-time employee, was 
store in Bramalea-and voted “Iop Employee” 

the Mullens own three others, last year and won a trip to 
two in Burlington and one Florida to meet other 

in Stoney Creek. Baskin-Robbins winners. 
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US. Operations 


uring 1980, Silverwood Industries 

turned its attention beyond its histori- 

cal Canadian business operation to 

the United States convenience store 
market with its many new and exciting oppor- 
tunities for further expansion. 


FarrView Limited 

In January 1980, Silverwood purchased FarrView 
Limited, a convenience store chain operating 

in the Pontiac, Detroit and Battle Creek areas of 
Michigan. 1980 sales of FarrView totalled 
$13,732,414 US. and the company ended the year 
with 14 company-owned Richardson Farm Dairy 
Stores, 14 company-owned Open Pantry Food 
Mart outlets, and 8 franchised Open Pantry Food 
Marts. In spite of extreme unemployment levels 
in the auto industry-related markets within 
which FarrView operates, a breakeven operating 
profit position was achieved for the year. 

During 1980, effective retail accounting 
procedures were established, practical computer 
systems were installed, inventory management 
systems improved, and planning for future growth 
was initiated. No new stores were opened 
during 1980 as standardized new store design and 
merchandising formats were developed in prepa- 
ration for growth in 1981 and the ensuing years. 

The outlook for FarrView in 1981 is one of 
realistic optimism. Store sales and profitability 
are expected to continue to grow ona per store 
basis in spite of adverse economic conditions. 
Expansion plans for the year include the opening 
ofan additional 8 newly designed, energy-efficient 
locations principally in market areas not directly 
affected by the auto industry. 


Hop-In Food Stores, Inc. 

In March 1980, Silverwood Industries acquired 

a 331/3% equity interest in Hop-In Food Stores, 
Inc. and Eric E Findlay, Robert S. Maich and 
William Sagain of Silverwood Industries Limited 
were elected as additional directors. Hop-In, with 
its network of 147 convenience stores in the 
states of Virginia, North Carolina and Tennessee, 
provides a key opportunity for continued growth. 
Of the 147 stores, 122 also retail self-service 
gasoline. Total Hop-In sales approximate $61 mil- 
lion U.S, annually. Hop-In has experienced 
through 1980 some softening in business growth 
due to a combination of a recessionary economy 
and the gasoline over-supply situation nega- 
tively impacting gasoline margins per gallon. 

In light of Hop-In’s performance we continue 

to view this relationship as a dynamic and sound 
basis for further penetration of the U.S. conve- 
nience store marketplace. 
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Londonderry 


ondonderry continues to be Canada’s leading 

processor of aseptically filled citrus juices 

and one of the foremost suppliers of super- 

market chain and dairy private label and 

generic bottled juices. In addition to this business, 
Londonderry sells a line of aseptically filled fruit 
and vegetable juices (which require refrigeration) 
and hot pack juices and drinks (which are shelf 
stable); these are marketed under various brand 
names—Southern Pride, Florida Pride, Chiquita, 
and Honeydew, which we co-pack. 

In 1980, the diversification we began the pre- 
vious year continued. Part of this diversification 
involved additional juices and drinks—from the 
orange and grapefruit which were the mainstay 
of the company’s operation to apple and grape 
juices, a vegetable cocktail drink and inexpensive 
orange, grape, fruit punch and lemonade drinks 
for the summer trade. At the same time, our suc- 
cessful utilization of innovative plastic packaging 
continued. 

Total sales for 1980 were $4,662,626, an increase 
of 12.9% over the previous year. Londonderry’s 
remarkably successful year— despite a levelling off 
of the bottled segment of the juice/drink market— 
can be attributed to the line extensions and 
new generic business, plus increased production 
efficiencies and stability in the cost of concentrates. 


Three Crowns Restaurants 


ilverwood Industries made its initial 
move into the sit-in food-away-from-home 
sector of the food industry in mid-March 
1980 with the purchase of two Three 
Crowns Restaurants in the Metropolitan Toronto 
area from Steak and Ale Inc., Dallas, Texas. 
These restaurants, known for their high quality 
steaks, seafood, and prime ribs, achieved sales 
of $2,659,567 during the latter 9 1/2 months of 1980 
despite economic conditions generally unfavour- 
able to virtually all segments of the industry. 
Since acquisition, extensive modifications have 
been implemented to broaden the variety of 
menu items and to provide even greater customer 
appeal. As a new and experimental component 
of the Silverwood Industries Retail Group, 
the Three Crowns venture has provided an added 
dimension to our company’s participation in 
North American retailing. 


Bob Clemens, who holds a Silverwood Dairies’ 401 Ice 
Degree in Food Science from Cream Plant in London, 
Guelph University, is the Ontario. 

Plant Co-ordinator at 


Silverwood Dairies 


or Silverwood Dairies, 1980 was to have 
been a year devoted to addressing the 
marketplace, following several years of 
reconstruction and reorganization to achieve 
profitability. That goal was in sight when 
the company was faced witha decision—a decision 
which would affect our operation for years to 
come, March 3rd, 1980 was B-Day—the day we 
acquired Borden Dairy in Ontario. 

While many small to medium-sized dairies 
have joined forces over the years, the Silverwood- 
Borden merger was one of the largest and most 
significant ever seen in Canada. For the book 
value of machinery, equipment and rolling stock, 
and the hiring of all Borden employees, Borden 
passed their share of the industry over to 
Silverwood, making their best effort to move 
their current accounts to us. 


Other dairies may have smaller versions 
of this equipment, but Silverwood's 
system — which automatically pipes ice 
cream ingredients into the big mix 
tanks—is the only one of its kind in the 


country right now. 
gh Bob Clemens 


The acquisition meant, however, that much of 
management's time was directed to the physical 
integration of plants and distribution channels to 
eliminate duplicate operating costs. Though this 
integration is now almost completed, the oper- 
ating losses incurred were unexpectedly high and 
1980 showed few of the financial benefits that 
will soon be realized as a result of the merger. But 
Borden was not acquired for short-term profit- 
ability; the contrary was recognized before the 
deal was accepted in principle. The two factors 
which most influenced our decision were, first, 
that Silverwood had committed itself to 
staying in the Dairy Industry and, second, that 
Silverwood Dairies would achieve market 
share equal to or greater than its major Ontario 
competitors. 

Obviously, the merger of two businesses the 
size of Silverwood and Borden cannot be achieved 
without putting an unusual amount of stress on 
all levels of the organization. The accomplishments 
of this past year could not have been realized 
without extraordinary effort from our employees— 
both management and union alike. 

One of the strongest units to emerge from 
the Silverwood-Borden merger is the Silverwood 
Ice Cream plant in London, Ontario— one of the 
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When we decided to make the change 
from processing to distribution, we had 
a number of choices. We picked 
Silverwood, because we thought a lot 
of the company and its product. Today, 
our business relationship is stronger 


than ever. 
Clare Armstrong 


largest and most efficient plants in Canada. Major 
capital investment has been completed to accom- 
modate combined volumes. Both Silverwood 
and Borden have outstanding reputations for mar- 
keting ice cream and novelty items across 
Canada; the merging of product lines under the 
Silverwood label has resulted in a product line 
that will serve every retailer and every channel 
of distribution. 

Recent years have seen a move to doing 
business through a network of Distributors and 
Franchised Dealers. These are independent, 
entrepreneurial businessmen whe carry out the 
selling and distribution functions of our business 
while depending on us for production, marketing 
and product development. It's a strong and 
growing alliance that will become even more 
important in the years ahead. 

Thus, after a business acquisition of great 
significance, we enter 1981 with a market share 
in Ontario that compares favourably with our 
two multi-national competitors and the vertically 
integrated retail chains. In Canada, as in all 
of North America, the economy has moved from 
one based on production to one based on 
consumption. In the coming years, Silverwood 
Dairies’ operation will reflect this shift, moving 
from its traditional “produce and deliver’ base to 
a renewed position as a marketer of food pro- 
ducts to the Canadian consumer. 


in the Midland, Orillia 

and Barrie areas of Ontario. 
Our network of independent 
Distributors is of increasing 
importance to the Silverwood 
Dairies operation. 


Clare Armstrong of Armco 
Dairy Foods Services, a 
former dairy processor in 
Midland, Ontario, now 
distributes the complete 
Silverwood line of products 


Pi EUR I Rae Sicitai 


Financial Year in Review 


The 1980 fiscal year of Silverwood Industries and its sub- 
sidiaries comprises 52 weeks ended December 28, 1980. 

Operating earnings of $3,207465 in 1980 represent 
$2.38 per Class ‘A’ and Class “B” share compared with 
$2,982,629 or $2.22 per share in 1979 There was no 
extraordinary income in 1980 or 1979 

Annual consolidated sales for 1980 of $431,676,420 
is an increase of $116,248,536 over 1979 A substantial 
proportion of this increase resulted from business acqui- 
sitions during the year. 

Cost of sales in 1980 as a percentage of sales at 76.35 
per cent was approximately the same as 1979 Selling, 
administrative and general expenses showed a marginal 
increase of 0.29 percentage points. Depreciation and 
amortization expense at $5,006,435 in 1980 increased 
$589823 over the previous year. Total interest expense 
increased from $1,778,628 in 1979 to $3,766,882 in 1980 
because borrowings throughout 1980 were higher than 
1979 and the average rate of interest paid was also high- 
er. The results of operations on a segmented basis is pre- 
sented in the schedule below. 


Capital Expenditures 
Regular fixed asset additions in 1980 amounted to 
$11,868,795 (1979-$73 19917), of which new store and 


Schedule of Segmented Information 
(Audited) 
Year ended December 28, 1980 


(with comparative amounts for the year 
ended December 30, 1979) 


replacement equipment and the Mac’s Snacks fast food 
programme amounted to $75 million, while Dairy capital 
replacement and maintenance activities amounted to $4.4 
million. The pattern of 1980 expenditures was substan- 
tially affected by business acquisitions during the year. 
The Borden Dairy business and Three Crowns Restau- 
rants were acquired through asset purchases which 
amounted to $5.2 million and $3.3 million of additional 
fixed asset costs respectively. Funds were also used for 
the purchase of 100 per cent of the outstanding shares of 
FarrView Limited ($570,936) and the purchase of one- 
third of the issued shares of Hop-In Food Stores, Inc. 
($3.2 million) Capital lease expenditures were $1,247941 
for 1980 compared with $1,884,746 in 1979 Dairies’ rol- 
ling stock continued to account for a high percentage of 
total leased equipment acquired. 


Balance Sheet Position 

A net increase in long-term debt of $18.5 million to $28.7 
million was mainly used to finance business acquisitions 
including a portion of the expenses of integrating the 
former Borden operations which have been deferred. 
Working capital increased during the year by $614,000 to 
$78 million. Shareholders’ equity increased in 1980 by 
$2.3 million to $34.0 million at December 28, 1980. 


(000’'s) 
Food Processing 
Group Retail Group Elimination Consolidation 
1980 1979 1980 1979 1980 1979 1980 1979 
Sales to customers outside 
tHe eNnterpHSe cutee e $196,443 $126,334 $235,233 $189,094 $431,676 $315,428 
Intersegment sales: 4a. an 22,714 21,391 $(22,714)  $(21,391) 
Total revenue . 30... a1 $219,157 $147,725 $235,233 $189,094 $22,714) 21,391) $431,676 $315,428 
Segment operating profit...... $ 3.408 .$ 2:396- $98,275 - $6,533 $ 11,683 $ 8,929 
General corporate expenses .. . 2,148 1,619 
Interest expenses 5.00). oe 3,767 L778 
INCOMOeETAK ay tucson 2,761. 2,549 
Share of Net Income of 
Hop-In Food Stores, Inc. .... (200) 
8,476 5,946 
Netincome for year ......... $ 3,207). Sizes 
dotal assets ah ciescten aeeeaes $ 76,664 $51,196 $ 51,538 $ 32,431 §$ (2,751) $ (2591) $125,451 5 81,036 
Depreciation and 
amortization 4.) vanes. ee $922.632> = $2558. = S$) 2 37427> 82 859 $ 5,006 $ 4,417 
Fixed Asset additions... 5... $ 4417 $ 3,094 $ 7,452 $ 4,226 $ 11,869 $ 7,320 


Description of business 
The Food Processing Group 
segment derives its revenue 


juices and drinks, 
The Retail Group seg- 
ment derives its revenue from 


from the processing and 
sale of milk, ice cream, dairy 
related products and citrus 
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retail sales of grocery, confec- 
tionery, fast food items and 
restaurant sales. 


Consolidated Statement of Income 


Year ended December 28, 1980 
(with comparative amounts for the year 
ended December 30, 1979) 


Less: 


Ms ee dle ook ceeded UNO PLD vie Wime et eeee 


Selling, administrative and 


RE LDCHSE Sct oct io. fon he snyhumWas oaiaeh nerds cewek 
Me preciation and amortization (note 10(b)) 0.2... eee eee ee 


Interest (note 10(c)) 


MMII ONE CLAS CS oo, Decora 9 sare Garb oh Gas eb ad a ele dada bbc nas 


Taxes on income (note 9): 


SIBIeIO TS TYE TOUOWING ii. vad ccawecbaen ee sep venue bane ceenewien 
mareo1 net income of Hop-In Food Stores, Inc. ...... 06... cee ee een ees 


NOCD cr oleate oN Mics ars ee dni uvge O48 aks 050 dolor Wel ws te Ss » 


, Earnings per Class ‘A’ and “B” shares: 


MINING IOV CAT xh. oe ayn ce Naas hed ade 6 ou edness ge eae peers 


See accompanying notes 


Consolidated Statement of Retained Earnings 


Year ended December 28, 1980 
(with comparative amounts for the year 
ended December 30, 1979) 


BEMIS DCOMINING Of VEAL . 2. cs vclkvn cence doenett cadres neineon news 
RMS G OTIC (OL VOAL oa iced vine ok epics stis oceulenau ting ime nee ee pens 


Deduct: 
Dividends declared (65¢ per share in 
1980 and 60¢ per share in 1979) 


OSG TE? 4 ergs wo OR GI Nt aa en TR Mena AS ere We een ri 


EEO MOR ORV CAL g 58h 05 i Fa vin od sjoie tains 6. cleo bs Sins oye etadle pow aatnnn he 


See accompanying notes 


oo emo eer ere errr ene erer rere er rere ere eererereeereeeeeeeeeoee 


1980 1979 
$431,676,420  $315,427,884 
329,594,366 240,639,516 
87,540,562 63,061,799 
5,006,435 4,416,612 
3,766,882 1,778,628 
425,908,245 309,896,555 
5,768,175 Dolo 29. 
24,000 2,261,000 
2,736,800 287,700 
2,760,800 2,948,700 
3,007,375 2,982,629 
200,090 


$ 3,207,465 


b= 2982629 


$2.38 $2.22 

1980 1979 
$24,352,450 $22,176,441 
3,207,465 2,982,629 
27,559,915 25,159,070 
587,052 541,894 
286,787 264,726 
873,839 806,620 
$26,686,076 $24,352,450 
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Consolidated Balance Sheet 
December 28, 1980 
(with comparative amounts at December 30, 1979) 


1980 1979 
Assets 
Current 
(GETS 5 ener neon rr etre nA Mma GR. Gate mn ay no Baca Do ood eu 301,703 $ 121-038 
Marketable securities (note 1d) takin ocr sk Ce Oe ee 750,000 750,000 
Accounts recetvabley 3.0 isc su sd do nonce clon each oe ee eee 29,343,117 16,068,134 
Inventories (note: 1(C)) oe occ eis hale «essa Qoerae cis esesoses st is cate ee 28,801,533 22,029,439 
Prepaid ExXPenses.. osc: 5: siete a gene Bye a ies ot elle ene ato a es etnss SRO eee ee 1,190,073 1,714,578 
Total current assets 206. cisco oes 6 oe a se ee ee 60,386,426 40,683,179 
Investment in Hop-In Food Stores, Inc. 
(niotes Ifa); 1k) and: BtD))sicaina ag vas oe A atonees are tes Se ete ee 3,412,827 
Land, buildings and equipment held for sale (note lle). 7. ine 509,273 509,273 
Fixed-(notes 1(f) and 4) 6565 cio ck ood avis eae ne 50,203,747 32,994,241 
Deferred receivables andiother assets; . -. ins acns cola Seek ee eee 1,524,383 918,957 
Goodwill (note WA) 5 Ses wis oo oid Sas ok a ee ee 5,697,442 5,696,764 
Deferred expenses (note Ij), 5.0) iiv.eee ponerse ame ne Cee ee eae ee 3,716,812 233200 
10,938,637 6,848,921 
$125,450,910 $81,035,614 
On behalf of the Board 
a SA Laskey 
Director 
/ 
Director | 
See accompanying notes 
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1980 1979 
Liabilities and Shareholders’ Equity 
Current: 
Due to bankers (secured by accounts receivable 
Ra EC NILOLICS een ene ee da GWG skal He Sa vada vale 4 ues We voy naa a $ 6,426,580 $ 2,106,093 
eee say ADC ald ACCIUER CHATIES t.ho aie seo ase cere bow ee svi cwaradenwed ts 43,655,349 26,929,474 
eNOS AADC aoe, Jara Geo Geile ys wel hs baa kne obese aun nape wv one Cos ents 671 1,470,553 
Ee GTEC ALC Cement se nine icon os hia an ais ana twen kis Mb Lk eM Manes coe 268,794 201,575 
Merrent Dorion otlong-term debt (note Ja) ig ees cee ccs ives deve ed ewig 1,291,021 1,990,417 
@arcent portion of obligations under capital lease. 2.01. ee ete settee tenes 952,923 808,247 
EROTIC ALMITOLOS ene to erlain c/epuils ie gto deen Wy od ond pnen aie sie aa Ge deems aw cebulns 52,595,338 33,506,359 
ene Perea COL MOLES D(A) ANC) is Teg othe oss vine ee aso OTe toes bam vo vee cae 28,652,277 10,150,848 
ereadons under capital lease (notes [(g)and:3(D)) 0... eee evento eee tee e nen 4,871,701 3,687,040 
33,523,978 13,837,888 
Dee ROCOMIC VANES NOLS MI) Girt n a cls dah Wi ee nde neon vue vrweleuaey cause eve veins 5,245,400 1,997,600 
fe ea oreionexcnange gain (nOte Lk) . cine. k ween cent bese npeneceennenes 58,801 
Shareholders’ equity: 
eC RQ MOLCO) re eae hindi sh snap e Moves ued deGlesda cu vou sdaedegseeas 7,341,317 LESAN 7 
See ee CHE ALIIMO SOLE tre ny sed tials bu salt geticw e-giA@ Aa bid ule no tiles euldelshe bs hab Ge ue a 26,686,076 24,352,450 
MEP TECIN CET S CQULLY ie isa a oe it tine cle poly cs weer 2 Ome dai es oving ee ens views 34,027,393 31,693,767 
$125,450,910 $81,035,614 


_ Auditors’ Report 
To the Shareholders of 


Silverwood Industries Limited. 


We have examined the consolidated balance sheet of 
Silverwood Industries Limited as at December 28, 1980 
and the consolidated statements of income, retained 
earnings and changes in financial position for the year 
then ended. Our examination was made in accordance 
with generally accepted auditing standards, and 
accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 

In our opinion, these consolidated financial 


statements present fairly the financial position of the 
company as at December 28, 1980 and the results of its 
operations and the changes in its financial position for the 
year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with 
that of the preceding year. 


Clarkson Gordon 
Chartered Accountants. 


London, Canada 
February 27 1981, 
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Consolidated Statement of Changes in Financial Position 
Year ended December 28, 1980 
(with comparative amounts for the year ended December 30, 1979) 


Source of working capital: 
Operations- 
Consisting of: 
Netincome for years: ssc. 0s 0s voc se ee ee tree nbn eta te etd 
Add (deduct) items not affecting working capital: 
Depreciation and amortization: (a0 )gs cee nines) ys erect te aoe terete eae 
Deterred income-taxes (note 1D) ih phen ok ee ee ae mee ree 


Proceeds from issuance of floating rate redeemable debentures.......... 16,500,000 


Lesslong-term-debt refinanced oj shannon eee 3,836,929 


Net proceeds on disposal of fixed assets 

(including land; buildings and equipment held torsale) 30... .5 ones emo en 
Decreasein deterred receivables and other assets... 2). eeu ee ee 
Increasein long-tetin Gebt: (ics sae sae ee elt on Mee ee eee ere 
Delerred foreign exchange Sains... ince alles coun wen on ree eee 
Dividends trom: Hop-in Food Stores INC. ea aac ie tee ee er 


Application of working capital: 
Additions to:fixed assets-Owned 6532 haa na ies cea hy cern ee ean Pee eee 
PLEASE vainiih hoa ka carina we Canale see en ee 


Less portion financed by obligations under capital lease................csseee evens 


Purchase of fixed assets under acquisition 

agreements (notes 3(c)and 3G) oe. co sens an nse eee ee 8,502,786 

Less long-term financing (net of current portion of $1,035,000) .......... 7,050,866 
Investment in Hop-In. Food Stores, Inc... 4..c0 ico ae ee ee eee 
Acquisition of FarrView Limited, plus working 

capital deficiency 0f5238 004 note Sla)lia. a,c. sete od. eee 8 eee eee 
Increase in deferred receivables and other assets. 3. en 
Repayment ot long-term debt= on .37a one i eo ee 
Repayment of obligations under capital lease: 3.04... ee 
Dividends to;shareholders”.... vn2.occr am, os eae ee ee ee eer 
Increasein deferred expenses: fice vac. suce os nate ae a ee eer ee oe 
Purchase of goodwill-a, Si sania san. woe eee ee ee 
Decrease in deferred income in.20 sy te ee ee 


Increase in-working Capital nije ete te ata Soe een eis te ge 
Working capital beginning of year vient a aunt nln enn ae te oct a ee 
Working capitalend Of vedic aae o e s namnes ceneeh iuanices ook aa renen 


Represented by: 
CUPTERC ASS CES er Te eT ROT eee TS A aia Re 


Working Capitals co..5cn cs o8 ose cane nee Seats nn tne 1 eeaeN een CT HOt eee 


See accompanying notes 
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1980 


$ 3,207,465 


5,006,435 
3,247,800 
(200,090) 
11,261,610 


12,663,471 
639,799 


57,568 
58,801 
43,200 
24,724,449 


10,620,854 
1,247,941 
11,868,795 
1,247,941 
10,620,854 


1,451,920 
3,299,997 


809,540 
339,372 
2,151,064 
992,342 
873,839 
3,540,312 
75,001 


24,110,181 


614,268 
7,176,820 
$_7,791,088 
$ 60,386,426 
52,595,338 
$ 7,791,088 


1979 


$ 2,982,629 


4,416,612 
287,700 


7,686,941 


1,208,412 
1,081,089 
531,404 


10,507,846 


5,435,171 
1,884,746 
7 PAOOL, 
1,884,746 
5,435,171 


3,146,559 
853,375 
806,620 

87,400 


33,916 
10,363,041 


144,805 
7,032,015 

$ 7.176820 
$ 40,683,179 
33,506,359 
$ 7,176,820 


Notes to the Consolidated Financial Statements 


December 28, 1980 


1.Summary of significant accounting policies 


The consolidated financial statements present the financial 
position, results of operations and changes in financjal position 
of the company in accordance with generally accepted 
accounting principles applied on a consistent basis. The more 
important accounting policies are summarized as follows: 

(a) Principles of consolidation-The consolidated financial 
statements include the accounts of all subsidiary companies. 
Intercompany accounts and transactions have been eliminated. 

The results of operations of all subsidiaries are included 
only from the dates of their respective acquisitions. 

The investment in Hop-In Food Stores, Inc. is accounted for 
using the equity method, by which the original cost of the 
shares is adjusted for the company’s share of net income less 
dividends received. 

(b) Definition of fiscal year-The fiscal year of Silverwood 
Industries Limited for 1980 ended on December 28 and for 
1979 on December 30 with each fiscal year comprising 52 
weeks. 

(c) Inventories-Inventories are valued at the lower of cost and 
estimated net realizable value. Cost is determined by the retail 
method (retail price less normal margin) for convenience stores’ 
inventories and the first-in, first-out method for dairy division 
and supplies inventories. 

Inventory values are as follows: 


1980 1979 

Convenience stores..:......... $15,809,195 $12,912,647 
MIGIVASION 6.5. coke ee ee 4,271,745 3,390,037 
UES eee sewn cies 8,720,593 2,720,799 
$28,801,533 $22,029,439 


(d) Marketable securities-Marketable securities are carried at 
cost. Approximate market values are $624,000 at December 28, 
1980 and $602,800 at December 30, 1979, 

(e) Land, buildings and equipment held for sale- Disconti- 
nued facilities held for sale are carried at the lower of cost less 
accumulated depreciation or estimated realizable value and are 
shown as a separate item in the balance sheet. 

(f) Fixed assets -Fixed assets are carried at cost. Depreciation 
and amortization are provided on a straight-line basis using 
rates that will charge operations with the cost of these assets 
over their estimated useful lives. When fixed assets are sold, the 
related cost and accumulated depreciation or amortization are 
removed from the respective accounts and any profit or loss is 
reflected in the consolidated statement of income. Expendi- 
tures for repairs and maintenance are charged to income as 
incurred. The depreciation and amortization periods are as 
follows: 


OSC ISIE OS Sg ae Pe 20-50 years 
Pareminety and CquIPMENts ..o55 5... e ce csia node eee 10 years 
Prerenandising EQUIPMENT. 6. veep ce esse an sees 10-12 years 
Bee eR CCRIDINENE,. 5 sela nce Arafat ddl he Ps Hewes 7 years 


PetscNOlGIMPrOVEMENtS. 06k eee iss eee ane term of lease 


(g) Leases-Leases are classified as capital or operating leases. A 
lease that transfers substantially all of the benefits and risks inci- 
dent to the ownership of property is classified as a capital lease. 
All other leases are accounted for as operating leases wherein 
rental payments are expensed as incurred. At the inception of a 
capital lease, an asset and an obligation are recorded at an 
amount equal to the lesser of the property's fair value at the 
beginning of such lease and the present value of the minimum 
lease payments. Assets recorded under capital leases are amor- 
tized on the same straight-line method described in (f) above. 
Obligations recorded under capital leases are reduced by rental 
payments net of imputed interest. The imputed interest is 
charged to income and included with interest expense. 

(h) Goodwill-Goodwill includes amounts arising from the 
excess of purchase price of subsidiaries over the fair market 
value of the underlying assets and purchased goodwill. 


Goodwill acquired prior to January 1, 1974, is carried at 
cost, less net proceeds from any disposals. Pre-1974 goodwill 
has been allocated by management to certain geographic areas. 
The net proceeds on disposal of goodwill reduce first the cost 
of goodwill in the related geographic area, then any proceeds in 
excess of cost are accounted for as an extraordinary item in the 
income statement. 

Goodwill acquired after December 31, 1973 is being amor- 
tized on a straight-line basis over periods of five to ten years. 
Amortization for 1980 and 1979 amounted to $74,323 and 
$74,465 respectively. 

(i) Deferred income taxes-The company follows the tax alloca- 

tion method of accounting. The deferrals arise substantially 

from the company claiming capital cost allowance and 
deferred expenses for income tax purposes in excess of depre- 
ciation and amortization charged to consolidated income. 

Commencing in 1980 prepaid expenses are not allowed asa 

deduction for income tax purpose; accordingly the company 

has claimed additional capital cost allowance thereby deferring 
the 1979 balance of current deferred taxes of $511,000. 

(j) Deferred expenses-Deferred expenses consist of the 

following: 

(i) Expenses incurred in connection with the issue of and 
amendments to the sinking fund debentures Series A and in 
connection with the issue of the floating rate redeemable 
debentures are capitalized in the accounts and amortized 
ona straight-line basis over the term of the debenture 
issues. 

(ii) Expenses incurred in connection with the amalgamation 
(see note 2) are capitalized in the accounts and amortized on 
a straight-line basis over five years. 

(iii) Expenses amounting to $3,250,412 incurred in connection 
with the integration of the Borden operations are capita- 
lized in the accounts and will be amortized on a straight- 
line basis over five years commencing in 1981. 

(k) Foreign currency translation-At December 28, 1980 all 

assets and liabilities of FarrView Limited, a wholly-owned 

subsidiary, and Hop-In Food Stores, Inc. an equity-accounted 
investment, are translated from US. dollars into Canadian 
dollars at the year-end rate. Revenue and expenses are trans- 
lated at the average rates of exchange for the year. Gains or 
losses which result from translation are deferred on the balance 
sheet and amortized ona straight-line basis over five years. 


2. Amalgamation 


On December 31, 1979, the first day of the company’s 1980 
fiscal year, three subsidiary companies (Mac's Convenience 
Stores Limited, Londonderry Distributors Limited and Kayesil 
Limited) were amalgamated with Silverwood Industries 
Limited under the provisions of The Business Corporations Act 
(Ontario), The amalgamated company was continued under the 
name Silverwood Industries Limited. 

The company obtained the approval of the amalgamation 
from the Series A debenture holders on October 12, 1979 and 
from the shareholders on December 14, 1979. 


3. Acquisitions 

(a) FarrView Limited-On January 17, 1980, the company 
acquired, for a cash consideration of $570,936, 100% of the 
issued and outstanding shares of FarrView Limited, a company 
operating a chain of convenience stores in the Flint, Michigan 
area of the United States. 

This acquisition has been accounted for using the purchase 
method, and accordingly the operations and net income are 
included only from January 17, 1980. Details of the transaction 
are as follows: 
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Book valueofassets:;....41.26 ones ee $3,739,883 © 
Book value of abilities 2.204 ee 3,917,740 
Excess of liabilities over assets..........:.....- (177,857) 
Adjustment of assets'to fair value=... .4......2200e 748,793 

$ 570,936 


(b) Hop-In Food Stores, Inc.-On March 27 1980 the company 
acquired for $3,255,937 cash, 200,000 common shares from the 
treasury stock of Hop-In Food Stores, Inc., being approximately 
33% of the issued shares of that company. The underlying net 
book value of this purchase amounted to approximately 
$2,360,000. 

The company has agreed to offer to acquire the remaining 
issued and outstanding common shares of the company ata 
price of $17 US. per share, on or prior to January 10, 1982, 
subject to the approval of Hop-In’s Board of Directors. 

As part of the purchase agreement, the company has agreed 
to purchase, if required, up to $3,900,000 USS. floating rate 
convertible subordinated debentures of Hop-In Food Stores, 
Inc. The debentures have a five year term carrying interest 
equal to the USS. prime rate at the Bank of Montreal and are 
convertible into 300,000 additional common shares at a price of 
$13 U.S. per share. The debentures may be issued at any date up 
to February 28, 1982. 

As at February 27 1981 the company had not acquired any 
additional common shares or any debentures of Hop-In Food 
Stores, Inc. 

(c) Dairy operations- On March 1, 1980 the company 
purchased the operating assets (excluding land, buildings and 
accounts receivable) of the Ontario dairy operations of The 
Borden Company, Limited for $8,371,937 including fixed assets 
of $5,147864, current assets of $3,224,072 and goodwill of one 
dollar. The purchase price has been financed as follows: 


GETS 0 epee enue Mn way arte dO in Ree co nt $2,386,071 
Term note payable to banker at 

prime plus 1% interest, due in 

1983 and 1984. cor sea toeera ape tine te nerna ae 2,500,000 
10 1/2% note payable to The Borden 

Company, Limited, due January 1, 

1983 repayable in quarterly 

payments 0f9254,232 Gea a. eee ere 2,862,995 
Obligations under capital lease... 1. sc 57.5 panes: 622,871 

$8,371,937 


(d) Restaurant Operations- On March 14, 1980 the company 
purchased land, buildings and equipment of two Three Crown 
restaurants for a cash consideration of $3,354,922. 

Subsequently the company obtained mortgages on the land 
and buildings for $1,600,000 and obtained financing through a 
sale-leaseback of the equipment for $500,000. 


4. Fixed assets 


The major categories of fixed assets are as follows: 


1980 Owned Leased Total 
Land ica nen stro $ 2,544,772 $ 2,544,772 
Buildings. 3 occ ems 12,954,674 12,954,674 
Machinery and 
SquIpINIENt a.) or ee 19,737,282 $1,685,310 \ 21,422,592 
Merchandising 
Equipment 57.06 sae 31,109,735. 1991 12433 100 S59 
Delivery equipment... 6,397,280 -5:098'623 "7 11,495903 
Leasehold 
improvements....... 8,564,932 8,564,932 
81,308,675) = 28,779,057 90,083,722 
Less accumulated 
depreciation and 
amortization’... sae 37,194,391 (2,685,594 39,879,985 
Net book value.. $44,114,284 $6,089,463 $50,203.747 
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1979 Owned Leased Total 
Lands. cauccsmeinereae $ 1,340,171 $ 1,340,171 
Buildings: Smee: 9,923,832 9,923,832 
Machinery and 
CQUIPINENt a certaas 15,382,291 . $1,551,291. 16,933;582 
Merchandising 
equipment «2... 40) 24,461:418 868,253 25,329°67) 
Delivery equipment... 5,517,153 3,984,701 9 50e54 
Leasehold 
improvements........ 5,625,282 5,625,282 
62,250,147 6,404,245 68,654,392 
Less accumulated 
depreciation and 
amortization ...... 33,775,074 _ 1,885,077-"3a,660n on 
Net book value... $28,475,073 $4,519,168 $32,994,241 


5. Long-term debt and obligations under capital lease 


(a) Long-term debt-The details of long-term debt are as follows: 
1980 1979 


Term notes payable to bankers: 
Prime plus 1%-1 1/2% due 1981 
to 19S Ara hs tins ate eee ionamin 
12 1/8%-13% due 1981 to 1983... 
Other term notes payable at 
9%-11 3/4% due 1981 to 1984 .... 
10 1/2% note payable to The 
Borden Company, Limited due 
January 1, 1983 repayable in 
quarterly payments of $254,232. . . 
8% (7 1/4% prior to October 6, 1979) 
sinking fund debentures Series A, 
due July 5, 1986 (sinking fund 
payment of $400,000 per annum). . 
Floating rate redeemable 
debentures at prime plus 1/4% 
interest, due February 22, 2000 ... **°16,500,000 
9 1/4%-14 1/4% mortgages 
payable = oindannce mass emiccs wees 
Lease deposttsis-= ta tags amen oes 


"$3,626,500 $6,219,529 
*72,300 


*412,374 
*2,288,104 


"4,295,000 4,759,500 


2,552,057 926,979 
196,963 235,261 


29,943,298 12,141,265 


Less portion due within one year 
included in current liabilities net 
of debentures redeemed in 
AAVANCE ie eee ees 1,291,021 1,990,417 


$28,652,277 $10,150,848 


Aggregate non-current maturities and sinking fund 
requirements are as follows: 


Year ended Amount 
December2671982 = cee $ 1,858,986 
Januaty 1, 19S 4:2. a! meet) co cnes cau manatee em are 2,426,625 
December 30219842 ian aa iene IE 2,399,995 
December28 L985 35 e5. eee eae 1,431,785 
Subsequentvears.is).cteetn. «ena eaoe ee eee 20,534,886 
$28,652,277 


*The assets of two subsidiary companies (subject to first mort- 
gages thereon) are pledged under floating charge debentures 
as security for term notes of these subsidiaries totalling 
$6,287,234, 

“Security for the sinking fund debentures Series A includes an 
assignment ofa first floating charge on the assets of the 
parent company and a specific charge on its real property. 

“Security for the floating rate redeemable debentures includes 
a floating charge on all the assets of the company subject to 
and subordinated to prior charges of the Series A debenture 
holders and subject to mortgages on certain properties and 
all assets under capital lease. 


The floating rate redeemable debentures are subject to the 

following repayment terms: 

(i) Repayments of amounts not exceeding $10,000,000 in 
aggregate are permitted between February 22, 1982 and 
February 22, 1983. 

(ii) Repayments of amounts are permitted after February 22, 
1983, provided that each payment is not less than $500,000 
with provision for additional amounts in $100,000 increments. 

(iii) Sinking fund repayments are required at the rate of 7 1/2% 
of the balance outstanding on December 31, 1987 for each 
year from 1988 to 1999 inclusive with the balance due in 
year 2000, 

(b) Obligations under capital lease-Non-current maturities of 

these obligations are as follows: 


ee GD ii eens aaa en vv lamas $1,551,864 
RM OS eee he ae ss pial bi eaih so Seabee eee wes 1,326,037 
ee OO G4 icin eee bak ek dete 1,184,030 
RN ORIG. ies cing 5 coe kee Ree nolo Ayes 1'093;726 
ppcament VeatstO 1990) oo. eae wie ees ne 1,823,214 
: 6,978,871 

Peesmputed interest. fo. ce es 2,107,170 
$4,871,701 


These obligations are due at various dates up to 1990 with 
imputed annual interest rates varying from 6.24% to 18.72%. 


6. Capital Stock 


The details of the capital stock for 1980 and 1979 are set out 
below: 

Class ‘A’ shares without par value entitled to cumulative, 
preferential dividends of 60¢ per share per annum payable 
quarterly, and after the Class “B” shares have received 60¢ per 
_ share in any one year to further participation rateably with 
‘ Class “B’” shares; entitled in liquidation to a priority of $15 per 
share Class “B” shares without par value. 


Class “A” Class “B” 
Authorized 1,000,000 shares 500,000 shares 
Issued 903,158 shares 441,212 shares $7,341,317 


7, Restrictions on payment of dividends 


Under the provision of the Trust Indentures securing the 8% 

(7 1/4% prior to October 6, 1979) sinking fund debentures Series 

A and the floating rate redeemable debentures, the company 

cannot declare or pay dividends under the following circum- 

stances (other than stock dividends and dividends at the rate of 
60¢ per share per annum on the outstanding Class ‘A’ shares of 
the company): 

(it) when the consolidated retained earnings of the company 
and certain of its subsidiaries as designated under the Series 
A Trust Indenture are less than the lesser of 75% of the prin- 
cipal amount of all funded obligations of the company and 

. _ its designated subsidiaries or $7500,000; 

(ii) when, subsequent to December 31, 1978, the aggregate 
amount of dividends and redemption of shares exceed the 
aggregate amount of the consolidated after-tax income of 
the company and its designated subsidiaries and proceeds 
on issue of shares. 

The company is in compliance with the covenants of both the 

Series A Trust Indenture, and the Floating Rate Trust Indenture. 


8. Operating lease agreements and commitments 


(a) Operating lease agreements- Silverwood Industries Limited 
and its subsidiary companies have entered into agreements to 
lease equipment and properties for various periods up to 1990 
at total maximum aggregate net rentals of approximately 
$73,787319. Minimum annual net rentals which will be charged 
to consolidated operations in the ordinary course of business in 
subsequent years for leases in effect at December 28, 1980 are 
as follows: 


| Zoro Sh pall ox BeAr) Oho) Ita eLearn ee Acts $11,604,845 
IDCCCIINCES OL 9G) ta ree Sh te G So ete aha as 11,010,994 
Pas AG Val tho Oath ee mn he leach Wah ta Sav lod oe 10,482,499 
CCIE OOM IO OA aie ae ee Be oiled eholies « 9 632,560 
CCE MIDOCR Oe Oe yee eae ates cin ci ec atoees 8,829,679 


Certain of these leases provide for additional rent based on 
sales. 
(b) Pensions-The actuaries have advised the company that 
there is no unfunded liability at December 28, 1980. Current 
service costs are funded and charged to operations as they 
accrue. 


9. Taxes on income 


Taxes on income have been reduced by $300,000 in 1980 and 
by $250,000 in 1979 by claiming the 3% inventory allowance as 
permitted under the Income Tax Act, Canada. 


10. Statutory and other information 


(a) Remuneration of directors and senior officers-Aggregate 
direct remuneration paid or payable by the company and its 
subsidiaries to directors, who act only in that capacity, and 
senior officers, some of whom act as directors of the company 
but do not receive additional remuneration as such, as defined 
by Section 178(11) of The Business Corporations Act of Ontario, 
amounted to: 


1980 1979 
OTE CLORS Fenner eset tes Sts tievecac te Res $ 38,800  $ 37,400 
Semowolicers esse anenae ee 749,303 548,837 
$788,103 | $586,237 
(b) Depreciation and amortization-Depreciation and 
amortization includes charges to income for the following: 
; 1980 1979 
Fixed assets 
ON Cy tema eo eranls sania eu arn eng AS 5 $4,067,007 $3,737,767 
Pe SCO bern ear dn eetitut a ote cre aes, 800,517 582,380 
Goodwill and deferred expenses ..... 138,911 96,465 


$5,006,435 $4,416,612 


(c) Interest expense -Interest expense includes the following 
charges (credits) to income: 


1980 1979 
Pane teria GeDie. skeet a obs oes $2,739,671 $1,432,448 
Obligations under capitallease....... 587,484 360,942 
ShoOmateimMdeDt aan ik need ecules 503,344 465,341 
Interest income from deposits and 
AWESUITIEIICS ee ices ee ee eae (63,617) (418,813) 
Interest income from other sources (61,290) 


$3,766,882 $1,778,628 


(d) Segmented information-The directors of the Corporation 
have determined at a meeting of directors the company's 
classes of business and have recorded them in the minutes of 
the meeting. The audited information with respect to these 
classes is an integral part of the financial statements and is out- 
lined on page 14 under the heading of Schedule of Segmented 
Information. Separate disclosure by geographic location has 
not been presented as it is not considered to be significant. 


11.Subsequent event 


Subsequent to the year-end the company entered into an agree- 
ment to purchase land and buildings, located on Lawrence 
Avenue East in Toronto, from The Borden Company, Limited 
for $6,800,000. The purchase is to be financed by bank 
indebtedness of $2,000,000 and $4,800,000 by 13% note due 
January 15, 1982. 
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Ten Year Comparative Summary 
1980 
$431,676,420 


$ 3,207,465 


Income before extraordinary item «1.2.5 --- 2 ee ee 
Netincome for year’: ic..ichi.g oe ca ee ee $ 3,207,465 


Income for each 
Class ‘A’ and “B” share before extraordinary item)... 2. $ 2.38 


Net income for each 


Class A’ and“ B’ share ior year, craniee to teen eg een eee $ 2.38 
Dividends 40:5) .éa edie gee ones ee ee $3. 873,839 

Per Class" share? ityucc.sd-cseni in area eee en eee $ 65 

Per Class “B” share csc feiss idle ice une rei ieeeeeeeee $ 65 
Percentage of consolidated earnings paidin dividends ........ 27.2% 


$ 2,333,626 


Earnings re-invested in the business ..............0:.se en eueues 


Percentage of earnings re-invested in the business ............ 72.8% 
Capital invested 
Long-tetm debt. i cic vcs at os py te oo el ee 
Shareholders: equity \. .25< 2.00 ulcer eee 


$ 33,523,978 
$ 34,027,393 


Total sisi ii cege 2o a nied ea eg $ 67,551,371 
Percentage of shareholders’ equity to totalinvestment ....... 50.4% 
Shareholders’ equity per share ().5.5...5..5 500-8 ee $ 25.31 
Working capital... occ. .ass eee oy cine ee $ 7,791,088 


1980-Fifty-two weeks ended December 28, 1980 
1979-Fifty-two weeks ended December 30, 1979 
1978-Fifty-two weeks ended December 31, 1978 
1977-Fifty-three weeks ended January 1, 1978 
1972-1976-Fifty-two weeks ended approximately the end of December in each year 
™1972-Fifty-two weeks ended January 2, 1972 
“Restated for capital leasing 
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1979. 
315,427,884 


2,982,629 
2, IS2027 


2.22 


Pee; 


806,620 
.60 
60 


27.0% 


2,176,009 


73.0% 


13,837,888 
31,693,767 


45, I51,092 


69.6% 


29:00 


7,176,820 


1978 


294,341,803 
1518950" 
1,518,558" 


ee 


1.13 
806,620 
60 

.60 

53.1% 
TAL9SS" 
46.9% 

15 A206: 
29, SRT 38k 


44,939,430" 
65.7% 


2170 
7052,0158 


1977 


265,866,529 
561,926 
2,086,126 
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ele, 
806,620 
60 
60 
38.7% 
1,279,506 
61.3% 
14,212,419 
28,825,893 
43,038,312 
67.0% 
21.44 


6,710,906 


1976 [975 1974 1973 1972 Le 
238,234,978 261,326,735 229,080,262 1895207995 172,001,680 162,629,505 
959,057 1,881,886 1204901 2,204,189 1,247,582 1,504,587 
2,153,708 2,306,639 1,645,750 2,452,100 1,762,700 1,538,348 
A2 1.40 1.01 1.64 3 1.12 
1.60 1.72 22 1.82 131 1,14 
1,008,277 1,075,496 1,075,496 1,075,496 1,075,496 1,075,496 
v3 80 80 80 80 80 
whe) 80 80 80 80 80 
46.8% 46.6% 65.3% 43.9% 61.0% 69.9% 
1,145,431 1,231,143 570,254 1,376,604 687,204 462,852 
D320 53.4% 34.7% 56.1% 39.0% 30.1% 
14,903,941 13,440,267 13, 149;597 12,104,719 12,684,757 11,007,652 
27,546,387 26,400,956 25,169,813 24,599,559 23,222,999 2209/08 
42,450,328 39,841,223 38,319,370 36,704,278 2007.7 12 33,543,403 
64.9% 66.3% 65.7% 67.0% 64.6% 67.1% 
20.49 19.64 1372 18.30 727, 16.76 
2,671,837 3,339,964 929 OL 2,274,010 


8,179,863 


3110;055 
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